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PART 1955 - PROPERTY MANAGEMENT
Subpart B - Managenment of Property
§ 1955.51 Purpose.

Thi s subpart del egates authority and prescribes policies and procedures
for the Rural Housing Service (RHS), Rural Business-Cooperative Service (RBS)
the Water and Waste prograns of the Rural Uilities Service (RUS), and Farm
Service Agency (FSA), herein referred to as “Agency,” and references contai ned
in this subpart to the Farners Hone Administration (FrHA) are synonynous with
“Agency.” This subpart does not apply to RHS single fam |y housing | oans or
conmuni ty program | oans sold without insurance to the private sector. These
community program |l oans will be serviced by the private sector and future
revisions to this subpart no | onger apply to such | oans. This subpart covers:
(Revi sed 12-23-96, SPECI AL PN.)

(a) Managenment of real property which has been taken into custody by
t he respective Agency after abandonnent by the borrower;

(b) Management of real and chattel property which is in Agency
i nventory; and

(c) Managenment of real and chattel property which is security for a
guaranteed | oan |iquidated by an Agency (or which the Agency is in the
process of |iquidating).

§ 1955.52 Policy.

Inventory and custodial real property will be effectively nmanaged to
preserve its value and protect the Governnent's financial interests.
Properties owned or controlled by the respective Agency will be maintained so
that they are not a detrinment to the surrounding area and they conply with
State and | ocal codes. Cenerally, RHS will continue operation of Milti-Famly
Housi ng (MFH) projects which are acquired or taken into custody. Servicing of
repossessed or abandoned chattel property is covered in Subpart A of Part 1962
of this chapter, and managenent of inventory chattel property is covered in
§ 1955.80 of this subpart.

DI STRI BUTI O\ W5DC Account Servicing
Property Managenent

1
(Revi sion 3)
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§ 1955.53 Definitions.
As used in this subpart, the follow ng definitions apply:

CONACT or CONACT property. Property acquired or sold pursuant to the
Consol i dated Farm and Rural Devel opnent Act (CONACT). Wthin this
subpart, it shall also be construed to cover property which secured

| oans made pursuant to the Agriculture Credit Act of 1978; the Enmergency
Agricultural Credit Adjustnent Act of 1978; the Emergency Agricultura
Credit Act of 1984; the Food Security Act of 1985; and other statutes
giving agricultural lending authority to the respective Agency.

Contracting Oficer (CO. CO neans a person with the authority to enter
into, adm nister, and/or term nate contracts and nake rel ated

determ nati ons and findings. The termincludes authorized
representatives of the COacting within the limts of their authority as
del egated by the CO

Custodi al property. Borrower-owned real property and inprovenents which
serve as security for an Agency |oan, have been abandoned by the
borrower, and of which the respective Agency has taken possession

Farmer program | oans. This includes Farm Omership (FO, Soil and Water
(SW, Recreation (RL), Econom c Qpportunity (EOQ, Operating (Q.),

Emer gency (EM, Econonmi c Energency (EE), Special Livestock (SL),

Sof twood Ti nmber (ST) |oans, and Rural Housing |oans for farm service
bui | di ngs (RHF).

Government. The United States of Anerica, acting through the respective
Agency, U.S. Department of Agriculture.

Indian reservation. Al land |located within the limts of any Indian
reservation under the jurisdiction of the United States notwi thstanding
t he i ssuance of any patent, and including rights-of-way running through
the reservation; trust or restricted |and |ocated w thin the boundaries
of a former reservation of a federally recognized Indian tribe in the
State of Cklahoma; or all Indian allotnents the Indian titles to which
have not been extinguished if such allotnments are subject to the
jurisdiction of a federally recognized Indian tribe.

Inventory property. Real and chattel property and related rights to
whi ch the Governnent has acquired title.

Loans to individuals. Farnmer Program|oans, as defined above, whether
to individuals or entities; Land Conservati on and Devel opnent (LCD); and
Si ngl e-Fam |y Housing (SFH), including both Sections 502 and 504 | oans.

2
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§1955. 53 (Con.)

Loans to organi zations. Comunity Facility (CF), Water and Waste

D sposal (WAD), Association Recreation, Watershed (W5), Resource
Conservation and Devel opment (RC&D), |oans to associations for
Irrigation and Drai nage and other Soil and \Water Conservation neasures,
loans to Indian Tribes and Tribal Corporations, Shift-in-Land-Use
(Grazing Associations) Business and Industrial (B& ) to both individuals
and groups, Rural Devel opnent Loan Fund (RDLF), Internedi ary Rel ending
Program (1 RP), Nonprofit National Corporation (NNC), Econom c
Qpportunity Cooperative (EOC), Rural Housing Site (RHS), Rura
Cooperative Housing (RCH), and Rural Rental Housing (RRH) and Labor
Housing (LH) to both individuals and groups. The housing-type | oans
identified here are referred to in this subpart collectively as MH

| oans.

Nonprogram (NP) property. SFH and MFH property acquired pursuant to the
Housi ng Act of 1949, as anended, that cannot be used by a borrower to
effectively carry out the objectives of the respective |oan program for
exanple, a dwelling that cannot be feasibly repaired to neet the FmHA
requi renents for existing housing as described in Subpart A of Part 1944

2A
(Added 06-27-91, SPECI AL PN)
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§ 1955.53 (Con.)

of this chapter. It may contain a structure which would neet program
standards; however, is so renotely located it would not serve as an
adequate residential unit or an ol der house which is excessively
expensive to heat and/or maintain for a very-low or |owincone
hormeowner .

Nonr ecoverabl e cost. is a contractual or noncontractual program]loan
cost expense not chargeable to a borrower, property account, or part of
the | oan subsidy. (Revised 08-05-98, PN 294.)

Ofice of the General Counsel (O3C). The OGC, U.S. Departnent of
Agriculture, refers to the Regional Attorney or Attorney-in-Charge in an
OCC field office unless otherw se indicated.

Program property. SFH and MFH i nventory property that can be used to
effectively carry out the objectives of their respective | oan prograns
wi th financing through that program Inventory property located in an
area where the designation has been changed fromrural to nonrural wll
be considered as if it were still in a rural area

Recoverabl e cost is a contractual or noncontractual program | oan cost
expense chargeable to a borrower, property account, or part of the |oan
subsidy. (Revised 08-05-98 PN 294.)

Servicing official. For loans to individuals as defined in this
section, the servicing official is the County Supervisor. For insured
B& | oans, the servicing official is the State Director. For Rural

Devel opnent Loan Fund and I nternedi ary Rel endi ng Program | oans, the
servicing official is the Director, Business and Industry Division. For
Nonprofit National Corporations |oans, the servicing official is
Director, Community Facility Division. For all other types of |oans,
the servicing official is the District Director

Suitabl e property. For FSA real inventory property, real property that
can be used for agricultural purposes including those farm properties
that may be used as a start up or add-on parcel of farmand. It would
al so include a residence or other off-farmsite that could be used as a
basis for a farm ng operation. For agencies other than FSA, rea
property that could be used to carry out the objectives of the Agency’s
| oan programwi th financi ng provided through that program

(Revi sed 08-20-97, PN 280.)

Surplus property. For FSA inventory property, real property that cannot
be used for agricultural purposes. For other Agencies, property that
cannot be used to carry out the objectives of financing avail able

t hrough the applicable | oan program (Revised 08-20-97, PN 280.)

3
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§ 1955.54 Redel egation of authority.

Authorities will be redelegated to the extent possible, consistent with
program obj ectives and avail abl e resources.

(a) Any authority in this subpart which is specifically provided to the
Admi ni strator or to an Assistant Administrator may only be delegated to
a State Director. The State Director cannot redel egate such authority.

(b) Except as provided in paragraph (a) of this section, the State
Director may redel egate, in witing, any authority delegated to the
State Director in this subpart, unless specifically excluded, to a
Program Chi ef, Program Speci alist, or Property Management Specialist on
the State Ofice staff.

(c) The District Director may redel egate, in witing, any authority

del egated to the District Director in this subpart to an Assistant
District Director or District Loan Specialist. Authority of District
Directors in this subpart applies to Area Loan Specialists in Al aska and
the Director for the Wstern Pacific Territories.

(d) The County Supervisor may redelegate, in witing, any authority
del egated to the County Supervisor in this subpart to an Assistant
County Supervisor, GS-7 or above, who is determ ned by the County
Supervisor to be qualified. Authority of County Supervisors in this
subpart applies to Area Loan Specialists in Alaska, Island Directors in
Hawaii, the Director for the Western Pacific Territories, and Area
Supervisors in the Wstern Pacific Territories and Areri can Sanoa.

§ 1955.55 Taki ng abandoned real or chattel property into custody and
rel ated actions.

(a) Determnation of abandonment. (Multiple housing type loans will be
handl ed in accordance with 8 1965.75 of Subpart B of Part 1965 of this
chapter.) \When it appears a borrower has abandoned security property,
the servicing official shall make a diligent attenpt to |ocate the
borrower to determ ne what the borrower's intentions are concerning the
property. This includes making inquiries of neighbors, checking with
the Postal Service, utility conpanies, enployer(s), if known, and
schools, if the borrower has children, to see if the borrower's

wher eabout s can be

4
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8§1955.55 (a) (Con.)

determ ned and an address obtained. A State supplenent may be issued if
necessary to further define "abandonnent"” based on State law. |If the
borrower is not occupying or is not in possession of the property but
has it listed for sale with a real estate broker or has nade other
arrangenents for its care or sale, it will not be considered abandoned
so long as it is adequately secured and mai ntai ned. Except for
borrowers with Farner Program | oans, if the borrower has nade no effort
to sell the property and can be | ocated, an opportunity to voluntarily
convey the property to the Governnent will be offered the borrower in
accordance with 81955.10 of Subpart A of this part. In farner program
cases, borrowers nust receive Attachnments 1 and 2 of Exhibit A of
Subpart S of Part 1951 of this chapter and any appeal nust be concl uded
bef ore any adverse action can be taken. The County Supervisor will send
these forns to the borrower's | ast known address as soon as it is
determ ned that the borrower has abandoned security property.

(b) Taking security property into FnHA custody. Wen security property
is determned to be abandoned, the running record in the borrower's file
will be fully docunented with the facts substantiating the determ nation
of abandonment, and the servicing official shall proceed as follows

wi t hout del ay:

(1) For loans to individuals (except those with Farner Program
loans), if there are no prior liens, or if a prior lienholder wll
not take the nmeasures necessary to protect the property, the County
Supervi sor shall take custody of the property, and a probl em case
report will be prepared reconmendi ng forecl osure in accordance with
8§1955. 15 of Subpart A of this part, unless the borrower can be

| ocated and voluntary |iquidation acconplished. Farner Program | oan
borrowers will be sent the forms listed in paragraph (a) of this
section and the provisions of 8§1965.26 of Subpart A of Part 1965 of
this chapter will be foll owed.

(2) For MFH loans, if there are no prior liens, the District
Director will imrediately notify the State Director, who wl |
request guidance from OGC and may al so request advice fromthe
National Ofice. The State Director, with the advice of OCC, wll
advi se the borrower by witing a letter, certified mail, return
recei pt requested, at the address currently used by Finance Ofi ce,
outlining proposed actions by FnrHA to secure, nmaintain, and operate
t he project.

(i) If the unpaid | oan bal ance plus recoverable costs do not
exceed the State Director's | oan approval authority, the State
Director will authorize the District Director to take custody
of the property, nake energency repairs if necessary to protect
the Governnment's interest, and will advise how the property is
to be managed in accordance with Subpart C of Part 1930 of this
chapter.

(10-14-88) SPECI AL PN
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8§1955.55 (b)(2) (Con.)

(ii) If the unpaid | oan bal ance plus recoverabl e costs exceeds
the State Director's |oan approval authority, the State
Director will refer the case to the National Ofice for advice
on energency actions to be taken. The docket will be forwarded
to the National Ofice with detail ed recormendati ons for

i medi ate review and aut horization for further action, if
requested by the MFH staff.

(iii) Costs incurred in connection with procurenment of such
t hi ngs as managenent services will be handl ed i n accordance
with RD Instruction 2024-A (available in any FnHA office).

(iv) The District Director will prepare a problem case report
toinitiate foreclosure in accordance with 81955.15 of Subpart
A of this part and submt the report to the State Director
along with a proposed plan for managi ng the project while
[iquidation is pending.

(3) For organization loans other than MFH, if there are no prior
liens, the District Director will imediately notify the State
Director that the property has been abandoned and reconmend action
whi ch should be taken to protect the Governnment's interest. After
obt ai ni ng the advice of OGC and the appropriate staff in the
National Office, the State Director nmay authorize the District
Director to take custody of the property and give instructions for

i medi ate actions to be taken as necessary. The District Director
will prepare a Report on Servicing Action (Exhibit A of Subpart E of
Part 1951 of this chapter) reconmendi ng that foreclosure be
initiated in accordance with 81955.15 of Subpart A of this part and
submt the report to the State Director, along with a proposed pl an
for managenent and/or operation of the project while liquidation is
pendi ng.

(c) Protecting custodial property. The FnHA official who takes custody
of abandoned property shall take the actions necessary to secure,
mai ntai n, preserve, |ease, manage, or operate the property.

(1) Nonsecurity personal property on premises. |If a property has
been abandoned by a borrower who lTeft nonsecurity personal property
on the prem ses, the personal property will not be renoved and

di sposed of before the real property is acquired by the Government.
If the premises are in a condition which presents a fire, health or
safety hazard, but also contains itens of value, only the trash and
debris presenting the hazard will be remobved. The servicing
official may request advice fromthe State Director as necessary.
The servicing official shall check for liens on nonsecurity persona
property left on abandoned premises. |If there is a known

i enhol der(s), the lienholder(s) will be notified by certified mail
return recei pt requested, that the borrower has abandoned the
property and that FnmHA has taken the real property into custody.

6
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8§1955.55 (c)(I) (Con.)

Actions by FnmHA nust not damage or jeopardize |ivestock, grow ng
crops, stored agricultural products, or any other personal property
which is not FmHA security.

(2) Repairs to custodial property. Repairs to custodial property
will beTimted to those which are essential to prevent further
deterioration of the property. Expenditures in excess of an
aggregate of $1,000 per property must have prior approval of the
State Director.

(d) Energency advances where liquidation is pending. Although security
property may not be defined as abandoned in accordance w th paragraph
(a) of this section, if the borrower is not occupying the property and
refuses or is unable to protect the security property, the servicing
official is authorized to make expenditures necessary to protect the
Governnent's interest. This would include, but is not l[imted to,
securing or winterizing the property or naking energency repairs to
prevent deterioration. Expenditures will be handled in accordance with
paragraph (e) of this section. Situations where this authority may be
used include, but are not limted to, where a borrower has a sale
pendi ng or when a voluntary conveyance i S in process.

(e) Income and costs. Incone received fromthe property will be
handl ed i n accordance with RD Instruction 1951-B (avail able in any FrmHA
office) and applied to the borrower's account as an extra paynent.
Expenditures will be charged to the borrower's account as a recoverable
cost. Costs will be paid in accordance with RD Instruction 2024-A
(available in any FnHA office).

(Revi sed 08-13-92, SPECI AL PN.)

(f) Of-site procurenents. Circunstances may require off-site
procurenent action(s) to be taken by FmHA to protect custodial, security
or inventory property from danmage or destruction and/or protect the
Government's investrment in the property. Such procurenents may include
but are not Iimted to construction or reconstruction of roads, sewers,
drai nage work or utility lines. This type work nmay be acconpli shed

ei ther through FmHA procurenent or cooperative agreenment. However, if
FmHA is obtaining a service or product for itself only, it nmust be a
procurenent and any such actions will be in accordance with RD
Instruction 2024-A (available in any FnrHA office). Funding will cone
fromthe appropriate insurance fund. (Added 6-12-89, SPECI AL PN)

7
(Revi sion 2)
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8§1955.55 (f) (Con.)

(1) Conditions for procurenent. Such expeditures may be nmade only
when all of the following conditions are net:

(i) A determination is made that failure to procure work woul d
likely result in a property |loss greater than the expenditure;

(ii) There are no other feasible nmeans (including cooperative
agreenments) to acconplish the same result; (Revised 08-13-92,
SPECI AL PN.)

(iii) The recovery of such advance(s) is not authorized by
securtiy instruments in the case of security or custodial
property (no such [imtation exists for inventory property);

(iv) Witten docunentation supporting subparagraphs (i), (ii)
and (iii) has been obtained fromthe authorized program
of ficial

(v) Approval has been obtained fromthe appropriate Assistant
Admi ni strator.

(2) Direct procurenment action. Where direct procurement action is
contenpl ated, an opi nion nust be obtained fromthe Regi onal Attorney
t hat :

(i) FnmHA has the authority to enter the off-site property to
acconpl i sh the contenpl ated work, or

(ii) A specific legal entity has authority to grant an
easenent (right-of-way) to FnHA for the contenpl ated work and
such an easenment, in a form approved by the Regi onal Attorney,
has been obt ai ned.

(3) Cooperative agreenents. Cooperative agreenents between FnHA
and other entities may be made to acconplish the requirenent where
the principal purpose is to provide noney, property, services or
items of value to state or local governnments or other recipients to
acconplish a public purpose. Exhibit C of this subpart (avail able
in any FnHA office) is an exanple of a typical cooperative
agreement. A USDA handbook providing detail ed gui dance for al
parties is available fromthe USDA - Ofice of Operations and

Fi nance. Al though cooperative agreenents are not a contracting
action, the authority, responsibility and adm nistration of these
agreements will be handl ed consistent with contracting actions.

8
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8§1955.55 (f)(4) (Con.)

(4) Consideration of mai ntenance agreenents. Mintenance

requi renents nust be considered in evaluating the econonic benefits
of off-site procurenments. \Were feasible, arrangenents or
agreements should be nmade with state, |ocal governments or other
entities to ensure continued mai nt enance by dedi cation or
acceptance, letter agreenents, or other applicable statutes.

81955.56 Real property located in Coastal Barrier Resources System ( CBRS)

(a) Approval official's scope of authority. Any action that is not in
conflict with the Timtations in paragraphs (a)(1), (a)(2), or (a)(3) of
this section shall not be undertaken until the approval official has
consulted with the appropriate Regional Director of the U S. Fish and
Wldlife Service. The Regional Director may or may not concur that the
proposed acti on does or does not violate the provisions of the Coasta
Barrier Resources Act (CBRA). Pursuant to the requirenents of the CBRA
and except as specified in paragraphs (b) and (c) of this section, no
mai nt enance or repair action may be taken for property located within a
CBRS wher e:

(1) The action goes beyond nai ntenance, replacenent-in-Kkind,
reconstruction, or repair and would result in the expansion of any
roads, structures or facilities. Water and waste di sposa
facilities as well as conmmunity facilities may be inproved to the
extent required to neet health and safety requirenments but may not
be i nproved or expanded to serve additional users, patients, or
resi dents;

(2) The action is inconsistent with the purposes of the CBRA;, or

(3) The property to be repaired or nmaintained was initially the
subj ect of a financial transaction that violated the CBRA

(b) Admnistrator's review. Any proposed nai ntenance or repair action
that does not conformto the requirenents of paragraph (a) of this
section nust be forwarded to the Administrator for review and approval.
Approval will not be granted unless the Adm nistrator determ nes,

t hrough consultation with the Departnment of the Interior, that the
proposed action does not violate the provisions of the CBRA

8a
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(c) Enmergency provisions. In enmergency situations to prevent imm nent
loss of Tife, inmnent substantial damage to the inventory property or

the disruption of utility service, the approval official may take

what ever m ni num steps are necessary to prevent such | oss or damage

wi thout first consulting with the appropriate Regional D rector of the

US. Fish and Wildlife Service. However, the Regional Director nust be
i medi ately notified of any such energency action

8§1955.57 Real property containing underground storage tanks.

Wthin 30 days of acquisition of real property into inventory, FmHA nust
report certain underground storage tanks to the State agency identified by the
Envi ronnental Protection Agency (EPA) to receive such reports. Notification
wi || be acconplished by conpleting an appropriate EPA or alternate State form
if approved by EPA. A State supplenment will be issued providing the
appropriate fornms required by EPA and instructions on processing sane.

(a) Underground storage tanks which nmeet the followi ng criteria nust be
reported:

(1) It is a tank, or conbination of tanks (including pipes which
are connected thereto) the volume of which is ten percent or nore
beneat h the surface of the ground, including the volune of the
under ground pi pes; and

(2) 1t is not exenpt fromthe reporting requirenments as outlined in
par agraph (b) of this section; and

(3) The tank contains petrol eum or substances defined as hazardous
under Section 101(14) of the Conprehensive Environnmental Response
Compensation and Liability Act, 42 U S.C. 9601. The State

Envi ronnent al Coordi nator should be consul ted whenever there is a
guestion regarding the presence of a regul ated substance; or

(4) The tank contai ned a regul ated substance, was taken out of
operation by FnHA since January 1, 1974, and renains in the ground.
Ext ensi ve research of records of inventory property sold before the
effective date of this section is not required.
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(4) The tank contai ned a regul ated substance, was taken out of
operation by FnHA since January 1, 1974, and renains in the ground.
Ext ensi ve research of records of inventory property sold before the
effective date of this section is not required.

(b) The follow ng underground storage tanks are exenpt fromthe EPA
reporting requirenments:

(1) Farmor residential tanks of 1.100 gallons or |less capacity
used for storing nmotor fuel for noncommercial purposes;

(2) Tanks used for storing heating oil for consunptive use on the
prem ses where stored

(3) Septic tanks;

(4) Pipeline facilities (including gathering lines) regul ated
under: (i) the Natural Gas Pipeline Safety Act of 1968; (ii) the
Hazardous Liquid Pipeline Safety Act of 1979; or (iii) for an
intrastate pipeline facility, regul ated under State | aws conparable
to the provisions of lawreferred to in (i) or (ii) above;

(5) Surface inmpoundnents, pits, ponds, or |agoons;
(6) Stormwater or wastewater collection systens;
(7) Flowthrough process tanks;

8) Liquid traps or associated gathering lines directly related to
oil or gas production and gathering operations; or

(9) Storage tanks situated in an underground area (such as a
basenment, cellar, mneworking, drift, shaft, or tunnel) if the tank
is situated upon or above the surface of the floor

(c) A copy of each report filed with the designated State agency w ||
be forwarded to and maintained in the State O fice by program area.

(d) Prospective purchasers of FnHA inventory property with a reportable
underground storage tank will be informed of the reporting requiremnent,
and provided a copy of the formfiled by FmHA

(e) In a State which has promul gated additi onal underground storage
tank reporting requirenents, FnmHA will conply with such requirenents and
a State supplenent will be issued to provide necessary gui dance.

(f) Regardl ess of whether an underground storage tank nust be reported
under the requirenments of this section, if FnHA personnel detect or
bel i eve there has been a rel ease of petrol eumor other regul ated

subst ance from an underground storage tank on an inventory
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property, the incident will be reported to the appropriate State Agency,
the State Environnmental Coordi nator and appropriate program chief.

These parties will collectively informthe servicing official of the
appropriate response action.

§81955. 58 - 1955.59 [Reserved]

81955.60 Inventory real property subject to redenption by the borrower.

If inventory property is subject to redenption rights, the State
Director, with prior approval of OGC, will issue a State supplenment giving
gui dance concerning the former borrower's rights, whether or not the property
may be | eased or sold by the Governnent, paynent of taxes, maintenance, and
any other items OGC deens necessary to conply with State | aws. Routine care
and mai ntenance will be provided according to 81955.64 of this subpart to
preserve and protect the property. Repairs are limted to those essential to
prevent further deterioration of the property or to renove a health or safety
hazard to the community in accordance with 81955.65(a) of this subpart unless
State law permits full recovery of cost of repairs in which case usual policy
on repairs is applicable. |If the former borrower with redenption rights has
possession of the property or has a right to | ease proceeds, FnHA will not
| ease the property until the redenption period has expired unless the State
Director obtains prior authorization from OGC.  Further gui dance on sale
subject to redenption rights is set forth in §1955.138 of Subpart C of this
Part. (Revised 6-12-89, SPECI Al PN)

8§1955.61 Eviction of persons occupying inventory real property or
di spossessi on of persons in possession of chattel property.
(Revi sed 6-12-89, SPECI AL PN)

Advi ce and assistance will be obtained from OGC when eviction fromrealty or
di spossessi on of chattel property is necessary. Were OGC has given witten
aut hori zation, eviction may be effected through State courts rather than
Federal courts when the former borrower is involved or through [ocal courts

i nstead of Federal/State courts when the party occupyi ng/ possessing the FnHA
property is not the forner borrower. In those cases, a State supplement wll
be issued to provide explicit instructions. For MH, eviction of tenants wll
be handl ed i n accordance with Subpart L of Part 1944 of this chapter and with
the ternms of the tenant's lease. If no witten | ease exists, the State
Director will obtain advice from OCC

10
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8§1955.62 Renoval and disposition of nonsecurity personal property from
i nventory real property.

If the former borrower has vacated the inventory property but left itens
of val ue which do not customarily pass with title to the real estate, such as
furniture, personal effects, and chattels not covered by an FnHA lien, the
personal property will be handl ed as outlined bel ow unl ess ot herw se directed
by a State suppl ement approved by OGC which is necessary to conply with State
law. For MFH, the renmpval and disposition of nonsecurity personal property
wi Il be handled in accordance with the tenant's | ease or advice from OGC.
VWhen property is deenmed to have no value, it is recomended that it be
phot ogr aphed for docunentation before it is disposed of. The FnHA offici al
havi ng custody of the property may request advice fromthe State Ofice staff
as necessary. Actions to effect renoval of itenms of value frominventory
property shall be as foll ows:

10a
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(a) Notification to owner or lienholder. The servicing official wll
check the public records to see if there is a lien on any of the
personal property.

(1) If thereis alien(s) of record, the servicing official wll
notify the lienholder(s) by certified mail, return receipt

requested, that the personal property will be disposed of by the
Agency unless it is renmoved fromthe prem ses within 7 days fromthe
date of the letter.

(2) If there are no liens of record, or if a lienholder notified in
accordance with paragraph (a)(1) of this section fails to renmove the
property within the tinme specified, the servicing official wll
notify the former borrower at the | ast known address by certified
mail, return receipt requested, that the personal property remnaining
on the prem ses will be disposed of by the Agency unless it is
renoved within 7 days fromthe date of the letter. |If no address
can be determ ned, a copy of the letter should be posted on the
front door of the property and docunentation entered in the running
record of the Agency file.

(b) Disposal of unclained personal property. |If the property is not
renoved by the forner borrower or a lienholder after notification as
outlined in paragraphs (a)(1l) and (a)(2) of this section, the servicing
official shall list the itens with clear description, estimted val ue,
and indication of which are covered by a lien, if any, and submt the
list to the State Director with a request for authorization to have the
items renmpved and di sposed of. Based on advice from OGC, the State
Director will give authorization and provide instructions for renoval
and di sposal of the personal property. |[|f approved by OGC, the property
may be di sposed of as follows:

(1) If a reasonable anmount can likely be realized by the Agency
fromsale of the personal property, it may be sold at public sale.
Itenms under lien will be sold first and the proceeds up to the
anmount of the lien paid to the lienholder(s) less a pro rata share
of the sal e expenses. Proceeds fromsale of itens not under lien
and proceeds in excess of the ampunt due a lienholder will be
remtted according to RD Instruction 1951-B and applied in the
foll owi ng order:

(i) To the inventory account up to the anpbunt of expenses
incurred by the Government in connection with sale of the

personal property (such as advertising and auctioneer, if

used) .
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(ii) To an unsatisfied bal ance on the Agency | oan account, if
any.

(iii) To the borrower, if whereabouts are known.

(2) |If personal property is not sold, a nover or hauler may be
aut horized to take the itens for noving costs. Refer to RD
Instruction 2024-A for gui dance.

(c) Paynment of costs. Upon paynent of all expenses incurred by the
CGovernment in connection with the personal property, Rural Devel oprent
will allowthe forner borrower or a |lienhol der access to the property to
recl ai mthe personal property at any tine prior to its disposal.

(d) Renoval of abandoned notor vehicles frominventory property. Since
State | aws vary concerni ng di sposal of abandoned notor vehicles, the
State Director shall, with the advice of OGC, issue a State Suppl ement
outlining the nethod to be followed which will conmply with applicable
State | aws.

§ 1955.63 Suitability determ nation.

As soon as real property is acquired, a determ nation nust be nade as to
whet her or not the property can be used for program purposes. The suitability
determ nation will be recorded in the running record of the case file.

(Revi sed 08-20-97, PN 280.)

(a) Deterination. Property which secured | oans or was acquired under
the CONACT will be classified as suitable or surplus in accordance wth
the definitions for “suitable” and “surplus” found in 8§ 1955.53 of this
subpart. For FSA property, the County Committee will make this

determ nation and record it on Form RD 440-2, "County Conmittee
Certification or Recormendation,” which will be placed in the

i nventory property case file. For other Agencies, this determ nation
will be nade by the State Director, or designee. Form RD 1955- 3A,
"Acquired Property - Mintenance,” nust be conpleted and entered into
the Agency field office terminal to update the change in the property's
classification. (Revised 08-20-97, PN 280.)
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(b) G ouping and subdividing farmproperties |larger than famly-size
The county official will subdivide farmproperties |arger than famly-

si ze whenever possible into parcels for the purpose of creating one or
nmore suitable farmproperties. Properties may al so be subdivided to
facilitate the granting or selling of a conservation easenent or the fee
title transfer of portions of a property. Such |and shall be subdivi ded
into parcels of land the shape and size of which are suitable for

farm ng, the value of which shall not exceed the direct farm ownership
loan limt of $200,000 or the guarantted farm ownership loan limt of
$300, 000. The Agency decision will be docunented on Form RD 440- 2,
"County Committee Certification or Recormendation.” |In addition, a map
of the property showi ng the new boundaries will also be attached to Form
RD 440-2. The county official nmay also group two or nore individua
properties into one or nore suitable farmproperties. The environnmenta
effects will also be considered pursuant to Subpart G of Part 1940 of
this chapter. Al so refer to § 1955.140 of Subpart C of this part. The
State Director, with prior approval of OGC, may issue a State suppl ement
addressing any applicable State laws. Surveys required to divide tracts
wi ||l be obtained by contract in accordance with RD Instruction 2024-A
and charged as a nonrecoverable cost. Subdivision of acquired
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property will be reported on Form RD 1955-3C, "Acquired Property -
Subdi vision," in accordance with the Fornms Manual Insert (FM).
(Revi sed 06-28-95, PN 247.)

(c) Housing property. Property which secured housing | oans will be
classified as "program or "nonprogram (NP)." After determnation of
whet her the property is suited for retention in the respective program
the repair policy outlined in § 1955.64(a) of this subpart will be
followed. In determ ning whether a property is suited for retention in
the program itens such as size, design, possible health and/or safety
hazards and obsol escence due to functional, economc, or |ocationa
conditions nmust carefully be considered. Cenerally, program property
will neet, or can be realistically repaired to neet, the standards for
exi sting housing outlined in 7 CFR 3550, provided the property is

typi cal of nobdest homes in the area. The cost of repairs will generally
not be considered in determning suitability. Since houses, sites and
| ocations vary wi dely throughout the country, discretion and sound
judgnment must be used in determining suitability. The mpjority of
houses the RHS acquires will be suited for retention and classified as
"progrant property. |In some instances, property will not be suited for
retention in the programand will be classified as "nonprogram (NP)"
property. Situations of this type include, but are not limted to:
(Revi sed 10-27-95, SPECI AL PN.)

(1) A dwelling which has been enlarged or inproved to the point
where it is clearly above-nodest. (Revised 10-27-95, SPECI AL PN.)

(2) Wen a determination is nmade that the property should not have
been financed originally.

(3) A dwelling brought into the programas an existing dwelling
whi ch met program standards at the tine it was originally financed
by RHS but which does not conformto current policies. This

i ncl udes ol der and/or |arger hones of a type which have proven to
create excessive energy and/or maintenance costs to very-low and

| owi ncone borrowers.

(4) A dwelling which is obsolete due to |ocation, design
construction or age.

(5) A dwelling which requires major redesign/renovation to be
brought to program standards.
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(d) Authority for determining suitability. (Revised 06-28-95
PN 247.)

(1) County Supervisor. The County Supervisor wll deternine
suitability of farmand SFH property with the advice of the District
Director if the County Supervisor is uncertain of the proper
classification for the property.

(2) District Director. The District Director will assist the
County Supervisor in determining suitability of farmand SFH
property as provided in this section.

(3) State Director. The State Director will determne suitability
of all types of property other than farm property. Wth the
reconmendati ons of the District Director, the State Director w ||
make determ nations on MFH property.

§ 1955.64 Securing, maintaining, and repairing inventory property.

VWhen property is acquired, the servicing official shall inspect the
property and take the necessary steps to see that it is secured and
mai nt ai ned. " NO TRESPASSI NG " "FOR SALE," (w th Equal Housing Qpportunity
| ogo and tel ephone nunber of the appropriate contact person) or other
appropriate signs may be posted on the property at the discretion of the
responsi ble official. The servicing official is responsible for initiating
actions to assure that the value of the inventory property is preserved. |If
real property (exclusive of inprovenents) is unsafe, refer to § 1955.137(f) of
Subpart C of this part for further guidance. Substantial inprovenment or
repair of property located in a floodplain or nudslide hazard area is subject
to the limtation outlined in exhibit C paragraph 3b(1) and (2) of Subpart G
of Part 1940 of this chapter, and 8§ 1955.56 of this Subpart.
(Revi sed 08-20-97, PN 280.)

(a) Basic repair policy. After a determnation of suitability is nade,
repairs will be acconplished in accordance with the foll ow ng
provisions. Properties that are listed or eligible for listing on the
Nati onal Register of Historic Places, in whole or in part (see

§ 1955.137(c) of Subpart C of this part), will be repaired as necessary
to protect their historic integrity after consultation with the State

Hi storic Preservation Oficer and the Advisory Council on Hi storic
Preservation regarding any repairs. Also, if any property presents a
health or safety hazard, except for SFH and MFH properties to be sold
with "Decent, Safe and Sanitary" (DSS) clauses, necessary steps wll be
taken to renove the hazard, and if necessary, after seeking advice from
appropriate agencies having rel ated expertise or jurisdiction

(Revi sed 08-20-97, PN 280.)
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(1)

SFH.  (Revised 6-12-89, SPECIAL PN

(i) Program property. Programproperty will be repaired,
renovat ed, and/or inproved as necessary to nmeet program
standards for existing housing, to enhance buyer appeal, and
make t he maxi mnum recovery on the Governnent's investnent, with
the objective being to sell the property at the earliest tine
possi ble. Attention should be given to the interior and
exterior of the structure(s), |andscaping, driveways, walks,
and other site inprovenents which will enhance marketability.
Exceptions to this policy are authorized only when a
prospective program applicant has indicated a willingness to
buy a specific property "as-is" and nake needed repairs with
hi s/ her own resources or with subsequent |oan nade

simul taneously with the credit sale. 1In areas where severe
vandalismis prevalent, the State Director is authorized to
wai ve the repair policy in specific |locations when the County
Supervi sor requests the wai ver based upon docunentation to
support the request. 1In these cases a subsequent |oan for the
cost of repairs may be made in conjunction with the credit
sale. A "Nei ghborhood Watch" programor simlar effort should
be considered to reduce vandalism (Added 6-12-89, SPECI AL PN)

(ii) Nonprogram (NP) property. NP property should be cl eaned,
free of trash (dwelling and Tot), and nmade presentable to
enhance marketablity. Repairs will generally not be nade

unl ess they increase the "as-is" nmarket value by at |east the
cost of repairs. NP property which does not neet the "Decent,
Safe and Sanitary" (DSS) standars outlined in 81955. 103 of
Subpart C of Part 1955 of this chapter will be repaired to neet
thse standards only when the cost of the repairs will increase
the "as-is" market value by at |east the cost of repairs.
However, any NP property which is listed or is eligible for
listing on the National Register of Hstoric Places will be
repaired to the extent necessary to protect and prevent
deterioration of its historic integrity after consultation wth
the State Historic Preservation Oficer and the Advisory
Council on Historic Preservation. (Added 6-12-89, SPECH AL PN
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(2) MH  MH property should be evaluated to determne if repairs
are necessary or if a prospective buyer may wish to rehabilitate the
property after purchasing it in an "as is" condition. Property

whi ch does not nmeet the DSS standards outlined in § 1955.103(f) of
Subpart C of this part is subject to the occupancy restrictions set
forth in § 1955.116 of Subpart C of this part.

(3) Farmproperty. Except as provided in paragraph (a) of this
section, only the farmservice buildings and facilities typically
essential for the type of farmng in the area will be repaired,
renovat ed, and/or inproved as necessary to place the farmin

mar ket abl e condition. Conservation of soil, water and forest
resources will be considered and actions will be taken to correct
severe probl ems upon advice of the Natural Resources Conservation
Service (NRCS), through the devel opnent of conservation practices
for the farmproperty. The county office will request that the SCS
identify the location of any highly erodible |Iand and recomrend
specific conservation practices to control erosion. The County
Supervisor will carry out those conservation practices that are
essential to preserve and protect the property and to place it in
mar ket abl e condition. Any differences between FSA and NRCS
regarding the need for a certain practice will be resolved in the
manner indicated in 8 1955.137(d)(2) of Subpart C of this Part.
Recomendations will al so be requested fromthe U S. Fish and
Wldlife Service regarding fish and wildlife conservation neasures.
See Exhibit A of RD Instruction 2000-LL for further information.
(Revi sed 08-20-97, PN 280.)

(4) Property other than housing and farnms. Each property will be
eval uated individually to determ ne whether repairs should be nade
or the property offered for sale "as-is.” The State Director wll
obtain advice fromthe appropriate division in the National Ofice
as necessary in making these determnations.

(b) Authority. Programand contracting authority is contained in RD
I nstruction 2024-A
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§ 1955.65 Managenent of inventory and/or custodial real property.

(a) Authority.

(1) County Supervisor. The County Supervisor, with the assistance
of the District Director and State Ofice programstaff as
necessary, wll select the managenent method(s) used for property
whi ch secures (or secured) loans to individuals as defined in this
subpart.

(2) State Director. The State Director will select the nanagenent
met hod to be used for property which secures (or secured) loans to
organi zations as defined in this subpart. The State Director shal
al so provi de gui dance and assistance to County Supervisors and
District Directors as necessary to insure that property under their
jurisdiction is effectively nmanaged.

(b) Managenment net hods. Management net hods and requirenments will vary
dependi ng on such things as the nunber of properties involved, their
density of location, and nmarket conditions. Managenent tools which may
be used effectively range fromcontracts to secure individual property,
have the grass cut, or winterize a dwelling; a sinple nanagenent
contract to provide mai ntenance and ot her services on a group of
properties (including but not limted to specification witing,

i nspection of repairs, and yard and directional signs and their
installation), or manage an MFH proj ect; bl anket-purchase arrangenent
contracts to obtain services for nore than one property; to a broad-
scope managenent contract with a real estate broker or managenent agent
whi ch may include inspection and specification-witing services, naking
sinple repairs, obtaining | essees, collecting rents, coordination wth
listing brokers in marketing the properties and effecting eviction of
tenants when necessary. A contractor may handl e evictions only where
State laws permt the contractor to do so in his/her own nane; a
contractor may not pursue eviction in the name of the Government.
Custodi al property may be managed in the sane nmanner as inventory
property except that it may be leased only if it is habitable without
repairs in excess of those authorized in § 1955.55(c) of this Subpart.
Farm or organi zation property, such as rental housing and community
facilities, may be operated under a managenent contract if the State
Director has determined it is appropriate to have the property in
operation. In any case, the primary consideration in selecting the

met hod of nanagenment to be used is to protect the Governnent's interest.
If property to be operated or |eased under a nmanagenment contract is
located in an area identified by the Federal |nsurance Adm nistration as
a special flood or nudslide hazard area, |essees or tenants must be
notified to that effect in accordance with 8 1955.66(e) of this Subpart.
A managenent contract which covers property in such a hazard area may
provide for the contractor to issue the required notices.
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(c)

(ot ai ni ng servi ces for managenent and/ or operation of properties.

Ser vi
obt ai

ces for managenent, repair, and/or operation of properties will be
ned by contract in accordance with RD Instruction 2024-A (avail able

in any FnHA office).

(10- 14- 88)

(1) Managenment contracts. Managenment contracts are flexible
instruments which nay be tailored to neet the specific needs of

al nrost any situation involving custodial or inventory property.

This type of contract may be used to nanage and mai ntain SFH
properties, farns, and any other type of facility for which FnrHA is
responsi ble. Organization-type properties will be secured,

mai nt ai ned, repaired, and operated if authorized, in accordance with
a managenent plan prepared by the District Director and approved by
the State Director if the anmount of total debt does not exceed the
State Director's | oan approval authority, or by the Adm nistrator
For MFH, this plan should foll ow the guidance provi ded by Subpart C
of Part 1930 of this chapter. An audit of the borrower's records
may be required if recent financial information is not avail able.
For MFH projects, tenant occupancy and selection will be in
accordance with the occupancy standards set forth in Subpart C of
Part 1930 of this chapter. Tenants will be required to sign a
witten | ease if one does not exist when the property is acquired or
taken into custody. |If a contract involves managenent of an MH
project with 5 or nore units, or 5 or nore single-fanmly dwellings

| ocated in the same subdivision, the contractor nust furnish Form
HUD 935.2, "Affirmative Fair Housing Marketing Plan," subject to
FmHA' s approval. Contracts for managenent of farminventory
property will be offered on a conpetitive bid basis, giving
preference to persons who live in, and owmn and operate qualified
smal | businesses in the area where the property is located in
accordance with the provisions in RD Instruction 2024-Q (avail abl e
in any FmHA office). (Revised 08-13-92,

SPECI AL PN.)

(2) Authority to enter into managenent contracts.

(i) The County Supervisor may enter into a nanagenent contract
for basic services involving farns or not nore than 25 single-
famly dwellings; however, the aggregate anount paid under a
contract may not exceed the contracting authority limtation
for County Supervisors outlined in RD Instruction 2024-A
(available in any FnHA office).

(ii) A Dstrict Director may enter into a nmanagenent contract
for basic mai ntenance and managenent services for an MFH
project within the contracting authority outlined in RD
Instruction 2024-A (available in any FnHA office). The
aggregat e amount of any contract may not exceed that
contracting authority
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(iii) A COin the State Ofice may enter into a nanagenent
contract for basic services involving nore than 25 single-
famly dwellings, a nore conpl ex managenent contract for SFH
property, or an appropriate contract for nmanagenent or
operation of farmor organi zation-type property. The aggregate
anount paid under a contract may not exceed the contracting
authority limtation for State Ofice staff outlined in RD
Instruction 2024-A (available in any FnHA office).

(iv) If a proposed nanagenent contract wll exceed the
contracting authority for State Ofice staff within a short
time, a request for contract action will be forwarded to the
Admi ni strator, to the attention of the appropriate program
di vi si on.

(3) Specification of services. Al managenent contracts wl|l
provide for term nation by either the contractor or the Governnent
upon 30 days witten notice. Contracts providing for nanagenent of
multiple properties will also provide for properties to be added or
renoved fromthe contractor's assi gnnent whenever necessary, such as
when a property is acquired or taken into custody during the period
of a contract or when a property is sold frominventory. If a
contractor prepares repair specifications, that contractor will be
excluded fromthe solicitation for naking the repairs to avoid a
conflict of interest. |If a managenent contract calls for
specification witing services, a clause nmust be inserted in the
contract prohibiting the preparer or his/her associates from doi ng
the repair work. Exanples of both basic and nore conpl ex nanagenent
contracts are included in Exhibit Ato RD Instruction 2024-A
(available in any FnHA office).

(4) Costs. Costs incurred with the managenent of property will be
paid according to RD Instruction 2024-A (available in any FmHA
office). For managenent of custodial property, costs will be
charged to the borrower's account as recoverable; and for managenent
of inventory property as nonrecoverable. Except for managenent

fees, costs of managing MFH i nventory property when tenants are
still in residence will be paid to the extent possible with renta

i ncome. Managenent fees will be paid to the manager in accordance
with RD Instruction 2024-A (available in any FnHA O fice). (Revised
08-13-92, SPECI AL PN.)

(d) Additional managenent services. Additional types of managenent
services and supplies for which the State Director may authorize
acquisition include: appraisal services (except for MFH), security
servi ces, newspaper copy preparation services, narket data and

conparable list acquisition, and tax data acquisition. |If the State
Director believes there is a need to acquire other services not listed
inthis
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par agraph or authorized el sewhere in this subpart, the State Director
shoul d make a witten request to the Assistant Adm nistrator
(appropriate program) for consideration and/or authorization

§ 1955.66 Lease of real property.

VWhen inventory real property, except for FSA and MFH properties, cannot
be sold promptly, or when custodial property is subject to lengthy |iquidation
proceedi ngs, | easing may be used as a managenent tool when it is clearly in
the best interest of the Governnment. Leasing will not be used as a neans of
deferring other actions which should be taken, such as liquidation of [oans in
abandonnent cases or repair and sale of inventory property. Leases wll
provide for cancellation by the | essee or the Agency on 30-day witten notice
unl ess Special Stipulations in an individual |ease for good reason provide
otherwise. |If extensive repairs are needed to render a custodial property
suitable for occupancy, this will preclude its being | eased since repairs nust
be limted to those essential to prevent further deterioration of the security
in accordance with 8§ 1955.55(c). The requirenments of Subpart G of Part 1940
will also be net for all |leases. (Revised 08-20-97, PN 280.)

(a) Authority to approve | ease of property.

(1) Custodial property. Custodial property nmay be | eased pendi ng
foreclosure with the servicing official approving the | ease on
behal f of the Agency. (Revised 06-21-96, SPECI AL PN.)

(2) Inventory property. Inventory property may be | eased under the
followi ng conditions. Except for farm property proposed for |ease
under the Honestead Protection Program any property that is listed
or eligible for listing on the National Register of Historic Places
may be | eased only after the servicing official and the State

Hi storic Preservation Oficer determne that the | ease wll
adequately ensure the property's condition and historic character
(Revi sed 08-20-97, PN 280.)

(i) SFH SFH inventory will generally not be |eased; however,
i f unusual circunstances indicate |easing may be prudent, the
County Supervisor is authorized to approve the |ease.

(Revi sed 06-12-89, SPECI AL PN.)

(ii) MH MHprojects will generally not be |eased, although

i ndividual living units may be | eased under a managenent
agreement. After the property is placed under a managenent
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contract, the contractor will be responsible for [easing the

i ndi vidual units in accordance with Subpart C of Part 1930 of
this chapter. |1n cases where an accept abl e managenent contract
cannot be obtained, the District Director may execute

i ndi vi dual | eases.

(iii) Farm property.

(A) Any property which secures an insured | oan nmade
under the CONACT and which contains a dwelling (whether
| ocated on or off the farm) that is possessed and
occupi ed as a principal residence by a prior owner who
was personally liable for a Farm Credit Prograns | oan
must first be considered for Honestead Protection in
accordance with Subpart S of Part 1951 of this chapter
(Revi sed 08-20-97, PN 280.)

(B) Qher than for Honestead Protection and except as
provi ded in paragraph (c), the county official may only
approve the | ease of farmproperty to a beginning farner
or rancher who was sel ected through the random sel ecti on
process to purchase the property but is not able to
conpl ete the purchase due to the [ ack of Agency funding.
(Revi sed 08-20-97, PN 280.)

(C Wen the servicing official determnes it is

i npossible to sell farmproperty after advertising the
property for sale and negotiating with interested parties
in accordance with 8§ 1955. 107 of Subpart C of this Part,
farm property may be | eased, upon the approval of the
Adm ni strator, on a case-by-case basis. This authority
cannot be del egated. Any |ease under this paragraph
shall be for one year only, and not subject to renewal or
extension. |If the servicing official determ nes that the
prospective | essee may be interested in purchasing the
property, the lease may contain an option to purchase.
(Revi sed 08-20-97, PN 280.)

(D) Wen a lease with an option to purchase is signed,
the | essee shoul d be advised that FSA cannot nake a
commitment to finance the purchase of the property.
(Revi sed 08-20-97, PN 280.)

(E) Chattel property will not normally be | eased unl ess
it is attached to the real estate as a fixture or would
normal |y pass with the | and.
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(10- 14- 88)

(F) The property may not be used for any purpose that
will contribute to excessive erosion of highly erodible
land or to conversion of wetlands to produce an
agricultural commodity, as further explained in Exhibit M
of Subpart G of Part 1940 of this chapter. All
prospective | essees of inventory property will be
notified in witing of the presence of highly erodible

| and, converted wetl ands and wetl and and ot her i nportant
resources such as threatened or endangered species. This
notification will include a copy of the conpleted and

si gned Form SCS- CPA-26, "Highly Erodible Land and Wetl and
Conservation Determination,” which identifies whether the
property contains wetland or converted wetlands or highly
erodible land. The notification will also state that the
| ease will contain a restriction on the use of such
property and that FSA's conpliance requirenents for
wet | ands, converted wetl ands, and highly erodible | and
are contained in Exhibit Mof Subpart G of Part 1940 of
this chapter. |If converted wetlands are present, the
notification will also state that FSA will not |ease
converted wetl ands for the purpose of producing an
agricultural commodity, except as provided in § 1955.137
of Subpart C of this Part concerning prior converted
cropland or frequently cropped wetland. Additionally, a
copy of the conpleted and signed Form SCS- CPA-26 will be
attached to the |l ease and the |lease will contain a
speci al stipulation as provided on the FM to Form

RD 1955- 20, "Lease of Real Property," prohibiting the use
of the property as specified above. (Revised 08-20-97,
PN 280.)

(iv) Organi zation property other than MFH. Only the State
Director, with the advice of appropriate National Ofice staff,
may approve the | ease of organization property other than M-H
such as comunity facilities, recreation projects, and

busi nesses. Lease of utilities may require approval by State
regul atory agencies. OGC assistance will be requested in
preparation of the |lease for property in this category.
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(b) Selection of |essees for other than farm property. \Wen the
property to be |leased is residential, a special effort will be made to
reach prospective | essees who m ght not otherw se apply because of

exi sting comunity patterns. A lessee will be selected considering the
potential as a program applicant for purchase of the property (if
property is suited for program purposes) and ability to preserve the
property. The leasing official may require verification of income or a
credit report (to be paid for by the prospective | essee) as he or she
deens necessary to assure paynent ability and creditworthi ness of the
prospective | essee.

(c) Selection of |essees for FSA property. FSA inventory property may
only be leased to an eligible beginning farner or rancher applicant who
was sel ected to purchase the property through the random sel ection
process in accordance with 8§ 1955.107(a)(2)(ii) of Subpart C of this
part. The applicant nust have been able to denonstrate a feasible farm
pl an and Agency funds must have been unavailable at the tinme of the
sale. Any applicant determned not to be a beginning farmer or rancher
may request that the State Executive Director conduct an expedited
review in accordance with § 1955.107(a)(2)(ii) of this Subpart.

(Revi sed 08-20-97, PN 280.)

(d) Property securing Farm Credit Prograns | oans | ocated within an
I ndi an Reservation. (Revised 08-20-97, PN 280.)

(1) State Executive Directors will contact the Bureau of Indian
Affairs Agency supervisor to determ ne the boundaries of Indian
Reservations and Indian allotnments. A State supplenment will be
issued to identify the boundaries of such Indian Reservations and
I ndi an al | ot nent | ands.

(2) Not later than 90 days after acquiring a property, FSA shal
afford the Indian tribe having jurisdiction over the Indian
reservation within which the inventory property is |located an
opportunity to purchase the property. The purchase shall be in
accordance with the priority rights as foll ows:

(i) To an Native American nmenber of the Indian tribe that
has jurisdiction over the reservation within which the rea
property is | ocated;

(ii) To an Indian corporate entity;

(iii) To the Indian tribe.
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(3) The Indian tribe having jurisdiction over the Indian
reservation may revise the order of priority and may restrict the
eligibility for purchase to

(i) Persons who are nenbers of such Indian tribe;

(ii) Indian corporate entities that are authorized by such
Indian tribe to purchase lands within the boundaries of the
reservation; or

(iii) The Indian tribe itself.

(4) If any individual, Indian corporate entity or Indian tribe
covered in paragraphs (d)(1) and (d)(2) of this section wi shes to
purchase the property, the County official nmust determne the
prospective purchaser has the financial resources and nanagenent
skills and experience that is sufficient to assure a reasonabl e
prospect that the ternms of the purchase agreenment can be ful filled.
Adver se decisions will be appeal abl e.

(5) If the real property is not purchased by any individual, Indian
corporate entity or Indian tribe pursuant to paragraphs (d) (1)

and (d)(2) of this section and all appeals have concluded, the State
Executive Director shall transfer the property to the Secretary of
the Interior. |If present on the property being transferred,

i nportant resources will be protected as outlined in 88 1955. 137

and 1955.139 of Subpart C of this Part.

(6) Properties within a reservation fornmerly owned by entities and
non-tribal menbers will be treated as regular inventory that is not
| ocated on an I ndian Reservation and di sposed of pursuant to this
Subpart and Subpart C of this Part

(e) Lease amobunt. Inventory property will be | eased for an anobunt
equal to that for which simlar properties in the area are being | eased
or rented (market rent). 1In no case will inventory property be | eased

for a token amount.

(10- 14- 88)

(1) Farmproperty. To arrive at a market rent anount, the county
official will make a survey of |ease anpbunts of farns in the

i mediate area with simlar soils, capabilities, and i ncone
potential. The incone-producing capability of the property during
the termof the | ease nust also be considered. This rental data
will be maintained in an operational file as well as in the running
records of case files for |eased inventory properties. While cash
rent is preferred, |ease of a farmon a crop-share basis may be
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approved if this is the customary nmethod in the area. For crop-
share | eases, the | ease anobunt and terns nust be outlined in detai
in the "Special Stipulations" section of the |ease in accordance
with the FM for Form RD 1955-20. The lessee will in these cases
mar ket the crops, provide FSA with docunented evi dence of crop

i ncome, and pay the pro rata share of the incone to FSA. The

| easing official is responsible for seeing that crops are properly
accounted for and for collecting the | ease noney.

(Revi sed 08-20-97, PN 280.)

(2) SFH property. The | ease anount will be the nmarket rent unless
the I essee is a potential program applicant, in which case the |ease
anount may be set at an anount approxi mating the nmonthly paynent if
a loan were nmade (reflecting paynment assistance, if any) calcul ated
on the basis of the price of the house and income of the | essee,
plus 1/12 of the estimated real estate taxes, property insurance,
and mai nt enance whi ch woul d be payabl e by a honeowner

(Revi sed 10-27-95, SPECI AL PN.)

(3) Property other than farmor SFH. Any inventory property other
than a farmor single-famly dwelling will generally be | eased for
market rent for that type property in the area. However, such
property may be | eased for |less than market rent with prior approval
of the Administrator.

(f) Property containing wetlands or |located in a floodplain or nudslide
hazard area. |Inventory property located in areas identified by the
Federal Insurance Adm nistration as special flood or nudslide hazard
areas will not be | eased or operated under a managenent contract

wi thout prior witten notice of the hazard to the prospective | essee or
tenant. |If property is |leased by FSA, the servicing official wll
provide the notice, and if property is | eased under a nanagenent
contract, the contractor nust provide the notice in conpliance with a
provision to that effect included in the contract. The notice mnmust be
inwiting, signed by the servicing official or the contractor, and
delivered to the prospective |l essee or tenant at |east one day before
the lease is signed. A copy of the notice will be attached to the
original and each copy of the |ease. Property containing floodplains
and wetlands will be |eased subject to the same use restrictions as
contained in 8§ 1955.137(a) (1) of Subpart C of this Part.

(Revi sed 6-12-89, SPECI AL PN.)

(g) Highly erodible land. If farminventory property contains "highly
erodi ble land,"” as determ ned by the NRCS, the |ease nust include
conservation practices specified by the NRCS and approved by FSA as a
condition for leasing. (Revised 11-03-93, SPECI AL PN.)
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Lease of FSA property with option to purchase.

inning farner or rancher |essee will be given an option to purchase
property. Terns of the option will be set forth as part of the

as a special stipulation in accordance with the FM for Form RD
20.

sed 08-20-97, PN 280.)

(1) The lease paynents will not be applied toward the purchase
price.

(2) The purchase price (option price) will be the advertised sal es
price as determ ned by an appraisal prepared in accordance with FSA
Handbook 1-FLP. (Revised 04-19-00, PN 319.)

(3) For inventory properties |leased to a beginning farmer or
rancher applicant, the termof the |ease shall be:

(i) A period not to exceed 18 nonths fromthe date that the
applicant was selected to purchase the inventory farm or

(ii) the date that direct, guaranteed, credit sale or other
Agency funds becone available for the beginning farmer or
rancher to close the sale.

(4) Indian tribes or tribal corporations which utilize the Indian
Land Acquisition programwi |l be allowed to purchase the property
for its market value less the contributory value of the buil dings,
in accordance with Subpart N of Part 1823 (RD Instruction 442.11).
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(i) Costs. The costs of repairs to | eased property will be paid by the
Governnment. However, the CGovernment will not pay costs of utilities or
any other costs of operation of the property by the | essee. Repairs
wi || be obtained pursuant to Subpart B of Part 1924 of this chapter.
Expendi tures on custodial property as limted in 8§ 1955.55(c)(2) of this
Subpart will be charged to the borrower's account as recoverable costs;
and on inventory property, they will be charged to the inventory account
as nonrecoverabl e costs. (Renunmbered 08-20-97, PN 280.)

(j) Security deposit. A security deposit in at |east the anount of one
month's rent will be required fromall |essees of SFH properties. The
security deposit for farmproperty should be determ ned by considering
only the inprovenents or facilities which mght be subject to m suse or
abuse during the termof the lease. For all other types of property,
the I easing official may determ ne whether or not a security deposit

will be required and the anobunt of the deposit with advice fromthe
State Ofice staff if requested. Security deposits will be remtted
according to RD Instruction 1951-B and held by the Finance Ofice until
the leasing official determines to return or otherw se to di spose of the
security deposit. The Finance Ofice Property Accounting Unit will be
requested by nmenorandumto return the deposit to the servicing office
for delivery to the lessee; or, if the deposit is to be retained by the
Agency, to apply it to the borrower's account (for custodial property)
or to the inventory account, as appropriate. (Renunbered 08-20-97,

PN 280.)

For MFH projects, either the security deposit policy may be suspended or
the deposits will be handled as foll ows:

(1) FormRD 1944-9, "Miltiple Housing Certification and Paynent
Transmittal ," prepared according to the FM nust be forwarded to the
Finance Ofice for every tenant fromwhom a deposit is required. A
notation will be entered under the tenant's nane that it is a
security deposit for inventory property, Advice No. , formerly
owned by

(2) If security deposits are no |longer to be required and there are
out st andi ng deposits which shoul d be refunded, requests will be
handl ed as they woul d have been prior to acquisition of the

property.
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(k) Lease form Form RD 1955-20, prepared according to the FM, or

ot her form approved by OGC, will be used by the Agency to | ease
property. The |lease will be prepared, executed, and distributed
according to the FM dependi ng on whether it is custodial or inventory
property. On receipt of a |lease of inventory property, the Finance
Ofice will establish a |ease account in the |essee's nane. In
servicing the | ease account, a suspend code may be established or
renoved froma | ease record by conpletion of Form RD 1955-3D, "Acquired
property - Suspend Code,"” in accordance with the FM.

(Renunbered 08-20-97, PN 280.)

(1) Lease incone. Lease proceeds will be remtted according to RD
Instruction 1951-B. (Renunbered 08-20-97, PN 280.)

(1) Custodial property. The proceeds froml ease of custodial
property will be applied to the borrower's account as an extra
payment unl ess forecl osure proceedi ngs require that such paynments be
held in suspense. OGC will be consulted as to the procedure to be
followed in each State and instructions will be given in a State
suppl enent .

(2) Inventory property. The proceeds fromlease of inventory
property will be applied to the | ease account.

(m Termnation of |ease of inventory property. Wen a |lease is

term nated, or when the property is sold before expiration of the term
shown of the |lease subnitted to the Finance Ofice, the servicing
official will notify the Finance Ofice of the termnation and the
effective date of term nation according to the FM for

Form RD 1955-20. (Renunbered 08-20-97, PN 280.)
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§ 1955.67 Paynent of liens.

(a) If real estate was acquired subject to a lien, the servicing

of ficial may authorize paynment of installnments that may include escrow
paynments to the prior lienholder for taxes, if the property is taxable.
Payment will be made according to RD Instruction 2024-A (available in
any Agency Ofice). The paynent will be charged to the inventory
account as a recoverable cost. |If it is |later determ ned that
continuing to make paynents on prior liens is no longer in the best
interest of the Governnent for reasons such as, but not l[imted to,
declining property values or uninsured property |osses, the State
Director may: (Revised 08-05-98, PN 294.)

(1) Convey the property to the prior lienholder if the |ienhol der
will agree to accept the conveyance in full satisfaction of the
prior lien; or

(2) Discontinue paynents to the lienholder, and allowthe lien to
be forecl osed.

(b) If the State Director determ nes that paying a lien in full would
be in the best interest of the Governnment, he/she will obtain the advice
of OGC with respect to the procedures for paying the lien in full and
havi ng the nortgage rel eased or assigned to the Governnent. The County
Supervisor or District Director will obtain fromthe |ienholder a
statement of the amount owed and request paynment to the lienholder in
accordance with RD Instruction 2024-A (available in any Agency Ofice)
which will be charged to the inventory account as a nonrecoverabl e cost.
(Revi sed 08-05-98 PN 294.)

§ 1955.68 Paynent of taxes.

Property acquired by the Agency is subject to taxation by State and | ocal
political jurisdictions in the sane manner and to the sanme extent as ot her
property of the sanme kind, unless State |aw specifically exenpts property
owned by the CGovernment fromtaxation. Where jurisdictions change their |aw
or codes to begin taxi ng Government-owned property, only taxes accruing after
the effective date of the change may be paid. A State suppl enent nmay be
issued with the advice of OCC to cover individual State laws. The servicing
official shall notify the appropriate taxing authority(ies) in witing when
title to real estate is acquired by the Governnment and shall advise that
clains for taxes, if applicable, during the Government's ownership should be
billed to the Agency at the County Office or District Ofice address. Wen
i nventory property is taxable, paynent will be as foll ows:
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(a) Suitable or program property. \Wen property is suited for program
pur poses, the payment of taxes will be paid in accordance with RD
Instruction 2024-A (available in any Agency O fice) charging them as
recoverable costs to the inventory account. |If property was acquired
subject to a prior lien, the prior lienholder will be contacted before
subm tting a voucher to see if that lienholder will pay the taxes.

(Revi sed 08-05-98, PN 294.)

(b) Surplus property. Wen inventory property acquired under
provi sions of the CONACT is classified as surplus, taxes will be paid as
outlined in paragraph (a) of this section

(c) Nonprogram (NP) housing property. Wen property is classified as
NP and the value is limted to the extent that taxes which accrue before
di sposal may exceed the value of the property, paynment of taxes will be
deferred until the property is sold. |If the taxing authority schedul es
a tax sale before the Agency can sell the property, the value will be
wei ghed agai nst the taxes and the decision made whether to pay the taxes
and continue sales efforts or to let the property go for the delinquent
taxes. The decision nade should be that which is in the Governnment's
best financial interest.

8 1955.69 Insurance.

Insurance in force at the time property is acquired will not be
cancel | ed; however, no additional premiuns will be paid, except as foll ows:

(a) |If organization-type property is operated by the Governnent after
acqui sition, workman's conpensation coverage will be obtained. |If the
property is located in a flood-hazard area and operati on of the property
continues, flood insurance will be continued in force. Premuns wll be
paid in accordance with RD Instruction 2024-A, (available in any Agency
O fice) and charged to the inventory account as a recoverable cost.

(Revi sed 08-05-98 PN 294.)

(b) If there is an outstanding claimat the tinme of acquisition, it

wi || be handled in accordance with subpart A or B of part 1806 of this
chapter (RD Instruction 426.1 or 426.2). |If property was acquired
subject to a prior lien, the servicing official shall advise the prior

i enhol der that the Governnment does not intend to carry insurance,

except as provided in paragraph (a) of this section. |If, however, the
prior lienholders nortgage requires the borrower to carry insurance, the
Agency may provide the required insurance, if necessary, to prevent
forecl osure by the prior |ienholder
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§ 1955.70 Inspection of property.

The servicing official shall inspect property as necessary to protect the
Governnment's interest. Farmproperty will be inspected at | east annually to
determ ne if adequate neasures are in effect to conserve the soil, maintain
its fertility, and control erosion. Inspection will be nmade
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in connection with travel for other purposes, wherever possible, and
docunented in the inventory file.

81955.71 Vandalismor theft.

(a) Reporting. WIIful damage to or theft of inventory or custodial
property will reported to local |aw enforcement officials by the
servicing official. A witten report will be sent to the State Director
with a copy to the Regional Ofice of the USDA Ofice of Inspector
Ceneral (O GQG.

(b) Qher actions. The servicing official will cooperate with | ocal

| aw enforcement officials to attenpt to resolve the incident. This

i ncl udes signing conplaints and testifying at hearings or trials under
the jurisdiction of the |ocal |aw enforcement system Civil actions and
prosecuti on under Federal crimnal statutes will be processed through
OCC in coordination with OG The State Director, after consulting OGC
as necessary, will provide advice and assistance to the servicing

of ficial.

(c) Repair of damage due to vandalismor theft. Repairs necessary
because of vandalismor theft wll be acconplished on inventory property
in accordance with 81955.64 of this subpart. Repairs of damage to
custodi al property will be limted as outlined in 81955.55 (c) of this
subpart and obtained as outlined in 81955.55 (d) of this subpart.

8§1955.72 Uilization of inventory housing by Federal Energency Managenent
Agency (FEMA) or under a Menorandum of Under st andi ng between the Agency and
t he Departnment of Health and Human Services (HHS) for transitional housing for

t he honel ess. (Revised 6-12-89, SPECI AL PN.)

(a) FEMA. By a Menorandum of Understandi ng between the Agency and
FEMA, inventory housing property not under |ease or sal es agreenent nmay
be made available to shelter victins in an area designated as a maj or
di saster area by the President. See Exhibit A of this subpart.
Authority is hereby delegated to the State Director to inplenent this
Menor andum of Understanding; the State Director nmay redel egate this
authority to County Supervisors or District Directors.

(b) HHS. By a Menorandum of Understandi ng between the Agency and HHS,
i nventory housing property not under |ease or sal es agreenent nay be
made avail able by | ease to public bodies and nonprofit organizations to
provi de transitional housing for the honeless. See Exhibit D of this
subpart. Authority is hereby delegated to the State Director to

i mpl enent this Menorandum of Understanding; and the State Director may
redel egate this authority to County Supervisors

29
(Revi sion 3)
(10-14-88) SPECI AL PN



RD I nstruction 1955-B
8§1955.72 (b) (Con.)

or District Directors. Copies of all executed | eases and/or questions
regarding this programshould be referred by State Ofices to the Single
Fam |y Housi ng Servicing and Property Managenent (SFH SPM Division in
the National Ofice.

§81955. 73 - 1955.79 [Reserved]

8§1955. 80 Managenent of inventory chattel property.

Inventory chattel property will be disposed of as soon after acquisition
as possible. Holding of chattel property for nore than
60 days mnmust be approved in witing by the State Director. Normally, chattel
property will not be | eased, except as provided in paragraph (c) of this
secti on.

(a) Care of inventory chattel property. Wen the servicing official
determ nes that inventory chattel property should be cared for by
contract, the necessary services will be obtained in accordance with the
provisions of this section and RD Instruction 2024-A

(Revi sed 6-12-89, SPECI AL PN.)

(b) Contracting for services. Services such as transportation, care,
storage, and harvest of crops will be obtained in accordance with RD
Instruction 2024-A. (Revised 6-12-89, SPECI AL PN.)

(c) Lease of chattel property. Chattels which are essential to the
operation of a farm such as bulk m |k tanks, punps, and center-pivot
sprinkler systems may be | eased along with the real property. The |ease
anmount will be based on docunented conparable rental rates and the
amount will be specified in the | ease agreenent. The |essee will be
responsi bl e for maintenance and repairs during the lease term Repair
costs will be limted to those essential under the terns of the |ease,
to place the equipnent in operational condition. Wen a |essee cannot
or will not nake needed repairs, the servicing official will contact the
State Director for guidance on econonic feasibility. (Revised 11-03-93,
SPECI AL PN.)

(d) Docurenting and reporting inventory transactions. The servicing
official 1s responsible for docunmenting and reporting inventory chattel
transacti ons.

(1) Losses and increases. Increases in inventory resulting from
the birth of Tivestock wll be noted on the original |ist of
acquired chattel property in the inventory file, as well as any

| osses. These entries will be dated.

(2) Sales. Al sales of chattel property will be reported on
ei ther Form RD 1955-50A, "Advice of Inventory Property Sold - Credit
Sale,"” or Form RD 1955-50B, "Advice of Inventory
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Property Sold - Cash Sal e/ Transfer - Acquired Property,” in
accordance with the respective FM and subpart C of this part and
recorded on the original list of acquired chattel property in the
inventory file. (Revised 06-28-95, PN 247.)
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8§1955.81 Exception authority.

The Adm nistrator may, in individual cases, nmake an exception to any
requi renent or provision of this subpart, or address any om ssion of this
subpart which is not inconsistent with the authorizing statute or other
applicable law, if the Adm nistrator determ nes that the Government's interest
woul d be adversely affected or the i medi ate health and/or safety of tenants
or the community are endangered if there is no adverse effect on the
Governnment's interest. The Adm nistrator will exercise this authority upon
request of the State Director with the recommendati on of the appropriate
program Assi stant Adm nistrator or upon a request initiated by the appropriate
program Assi stant Adm nistrator. Requests for exceptions nmust be nmade in
writing and supported with docunentation to explain the adverse effect,
propose alternative courses of action, and show how t he adverse effect will be
elimnated or mnimzed if the exception is granted.

§1955.82 State suppl enents.

State supplenents will be prepared with the assistance of OGC as
necessary to conply with State laws or only as specifically authorized in this
regul ation to provide guidance to FnHA officials. State supplenents
applicable to MFH nmust have prior approval of the National Ofice; others may
recei ve post approval. Requests for approval for those affecting MH nust
i nclude conplete justification, citations of State |law, and an opinion from
OGC.

§81955. 83 - 1955.99 [Reserved]

81955. 100 OMB control nunber.

The collection of information requirenents in this regulation have been
approved by the O fice of Managenent and Budget and assigned OVB control
nunmber 0575-0110.

EXH BI TS TO SUBPART B

Al'l exhibits are available in any FrHA O fice. Exhibit B is also published in
t he Code of Federal Regul ati ons.

Exhi bit A - Menorandum of Under st andi ng Between the Federal

Emer gency Managenment Agency and the Farners Hone

Admi ni stration.

Exhibit B - Notification of Tribe of Availability of Farm
Property for Lease or Purchase.

Exhi bit C - Cooperative Agreenent (Exanple).

Exhi bit D - Fact Sheet - The Federal |nteragency Task Force on
Food and Shelter for the Honel ess
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Exhibit B

NOTI FI CATI ON OF TRI BE OF AVAI LABI LI TY OF
FARM PROPERTY FOR PURCHASE
(To Be Used By FSA to Notify Tribe )

FROM  County offici al
TG (Nanme of Tribe and address)

SUBJECT: Availability of Farm Property for Purchase
[ To be Used within 90 days of acquisition]

Recently the Farm Service Agency (FSA) acquired title to acres of farmrea
property located within the boundaries of your Reservation. The previous
owner of this property was . The property is available for
purchase by persons who are nenbers of your tribe, an Indian Corporate entity,
or the tribe itself. Qur regulations provide for those three distinct
priority categories which may be eligible; however, you may revise the order
of the priority categories and may restrict the eligibility to one or any
conbi nati on of categories. Following is a nore detailed description of these
cat egori es:

1. Persons who are nenbers of your Tribe. Individuals so selected nmust be
able to neet the eligibility criteria for the purchase of CGovernnent inventory
property and be able to carry on a famly farm ng operation. Those persons
not eligible for FSA' s regul ar progranms may al so purchase this property as a
Non- Program | oan on ineligible rates and terns.

2. Indian corporate entities. You may restrict eligible Indian corporate
entities to those authorized by your Tribe to purchase lands within the
boundari es of your Reservation. These entities also nust neet the basic
eligibility criteria established for the type of assistance granted.

3. The Tribe itself is also considered eligible to exercise their right to
purchase the property. |f available, Indian Land Acquisition funds may be
used or the property financed as a Non-Programloan on ineligible rates and
terns.

We are requesting that you notify the |Iocal FSA County O fice of your
selection or intentions within 45 days of receipt of this letter, regarding
the purchase of this real estate. If you have questions regarding eligibility
for any of the groups nentioned above, please contact our office. If the

Tri be wi shes to purchase the property, but is unable to do so at this ting,
contact with the FSA County O fice should be made.

Si ncerely,
County official
000

(08-20-97) PN 280
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Exhibit C
COOPERATI VE AGREEMENT ( EXAMPLE)
United States Departnent of Agriculture
Farnmers Honme Administration

FmHA Agreenment No. 1)
TH S AGREEMENT, made this day of , 19 , by and bet ween
United States Departnent of Agriculture, Farners Home Administration, herein
after called FrHA, and 2) call ed
3)

W TNESSETH THAT:

WHEREAS, FnHA has the authority pursuant to sections 510(e) and 517(i) of the
Housi ng Act of 1949* to expend funds to protect the Government's interest in

acquired property and to protect the Governnent's security interest for |oans
made out of the Rural Housing |Insurance Fund, and

VWHEREAS, In 4) located in County,

, FmHA has acquired title to approximtely 5) and
in order to protect this property, it is necessary to
6)
and
VWHEREAS, 3) has rights of entry to the streets and easenents
wthin 4) and has the authority to construct, alter and
repair these streets and easenents, and 3) iswlling to cooperate
with FHA in the nmutual goal of
7).

to provide housing for | ow and noderate-incone famlies;

NOW THEREFORE, in consideration of the prem ses and of the several promses to
be faithfully perforned by the parties hereto as set forth and for the nutua

benefit of restoring 4) as a viable comunity, FmHA and
3) agree as follows:

A. It is agreed that the foll ow ng described work (the "work" herein),
bei ng 8)

is to be constructed by publicly advertised contract at an estimated cost of
$




*Modi fication required for progranms not covered by the Housing Act.
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Exhibit C
Page 2
FmHA Agreenment No. (1)
Page 2 of 5
B. In carrying out this agreenent, 3) shal |l use their own

managenent procedures whi ch apply applicable state and | ocal |aws and
regul ati ons, provided that procurenments for Federal Assistance Prograns
conformto the standards set forth in Ofice of Managenent and Budget G rcul ar
A-87 and applicabl e Federal | aw.

Furthernore, 3) wll, at no expense to FmHA, for that work for
whi ch FmHA agrees to pay:

1. Draft plans, specifications and drawings as will be necessary for the
cont enpl at ed wor k which shall be subject to FrHA approval .

2. Appoint a Contracting Oficer and authorized representati ve who shal
have authority to act for the Contracting Oficer listing their duties,
responsibilities and authority, and furnish such information in witing to
FrHA.

3. Provide necessary facilities, technical and clerical personnel and
| egal counsel for arranging for and carrying out the installation of the works
of inprovenment described in Paragraph A

4. Issue an invitation for bids which shall contain requirenments
i ncl udi ng drawi ngs and specifications and general provisions.

5. Receive, protect and open bids. Determine the |owest qualified
bi dder and with witten concurrence from FnHA, award contract.

6. Secure witten concurrence of FnHA before approving performance and
payment bonds.

7. Secure witten concurrence of FnHA before issuing notice to proceed.

8. Secure witten concurrence of FnHA before giving consent for the
contractor to assign the contract or assign any nonies due or to becone under
the contract.

9. Secure witten concurrence of FnHA before waiving the requirenment for
any material certification.

10. Secure witten concurrence of FnHA before nodifying the contract or
before issuing orders to the contractor for suspension or resunption of work
for extensions of contract tine.
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Exhi bit C
Page 3

FmHA Agreenment No. (1)
Page 3 of 5

11. Pronptly forward to FnHA all 3) approved invoi ces
submtted for paynent as governed by this agreenent.

12. Dispose of all clainms resulting fromthe contract; secure prior witten
concurrence of FmHA when FnHA funds are invol ved.

13. Take reasonabl e and necessary action to dispose of all contractual and
adm ni strative issues arising out of the contract awarded by this agreenent.
This includes but is not limted to disputes, clains, protests of awards and
legal actions. FnHA will advise and consult with 3) on any such
matters in which FnrHA coul d have financial interest.

14. Hold and save FnHA free fromany and all clains or causes of actions
what soever resulting fromthe obligations undertaken by 3)
under this agreement.

15. Secure witten concurrence of FnHA before term nating the construction
contractor's right to proceed and declaring the contractor in default.

16. Take necessary l|legal action including bringing suit to collect fromthe
contractor and any noni es due in connection with the contract or upon request
of FnHA. Upon request of FnHA, assign and transfer to FnHA and any or al
cl ai ns, demands and causes of action of every kind whatsoever which the County
has agai nst the contractor or his sureties.

17. Arrange for and conduct final inspection of conpleted works of
i nprovenent to determ ne whether all work has been perforned in accordance
with contractual requirenents. Secure witten concurrence of FnHA prior to
notifying the construction contractor of the acceptance of the job.

18. On conpletion acceptance of all work when provided by the terns of the
contract obtain a witten release fromthe contractor of all clains against
3) arising by virtue of the contract.

19. Retain all records dealing with the award and admi ni stration of the
contract for 3 years of the date of 3) subm ssion of the fina
request for paynent fromFnHA or until final litigation of clainms or audit
findi ngs have been resol ved whi chever is |longer. Mke such records avail able
to the Conptroller General of the United States or duty authorized
representatives of the Conptroller General and accredited representatives of
t he Departnent of Agriculture.

(6-12-89) SPECIAL PN
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FmHA Agreenment No. (1)
Page 4 of 5

20. Conply with Federal Executive Order 11246 which is nade a part of
this agreenent by reference; conply with the non-discrimnation provision of
t he Equal Enpl oynent Opportunity cl ause.

C. FmHA wi [ |, upon request of 3)

1. Provide the direct cost of construction of work as described. The
cost of this work, excluding the related cost of 9)

is not to exceed $ , Wthout witten amendnent to this a agreenent.

2. Provide authorization assistance such as estimtes of contract costs,
l ength of contract period, results of tests and studies, site investigation,
design layout, draw ngs and specifications.

3. Counsel with 3) in preparing the invitation for bids and
awar di ng and adm ni stering the contract.

4. Provide the service of a Governnent representative

5. Disburse funds covering the itens described in paragraph C 1., within
30 days of receipt of invoices as provided by paragraph B 11., by forwarding a

check nmade payable to 3) for their disbursenent to the appropriate
payees.
D. It is mutually agreed that:

1. This agreenent shall be governed by O fice of Managenment and Budget
Circular A-87 (46 Fed. Reg. 9584, January 28, 1981).

2. This agreenent shall be null and void 180 cal endar days after the
date 3) has executed this agreement in the event that a
construction contract(s) has (have) not been awarded.

3. The contract for construction described in Section Aw Il not be
awarded to a firmin which any official of 3) or any nenber of such
official's inmediate famly has a direct or indirect interest in the profits
or contracts of such firms. FnHA may ternminate this agreenment in whole or in
part when it is determ ned by FnHA that 3) has failed to conply with
the conditions of this agreement. FnHA shall promptly notify 3)
inwiting of the determ nation and reasons for term nation together with the
effective date.
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FmHA Agr eenent No. (1)

Page 5 or 5

4. This agreenent nmay be tenporarily suspended by FnHA if it determ nes
the corrective action by 3) is needed to neet the provisions of
this agreenent.

5. FnHA may nake adjustnents in the estimated cost to 3)
as set forth in A for the work. Such adjustments may increase or decrease the
amount of estimated funds which are related to differences between such
estimated cost and the anmount of the awarded contract or to changes, differing
site conditions, quantity variations, or other actions taken under the
provi sions of the contract. No adjustnent shall reduce funds bel ow t he anmpunt
required to carry out the contract, however, FnHA shall retain the right to
refuse to approve the award of the contract should price exceed estimates.

6. In the event of default, any excess cost collected fromthe
defaul ting contractor, or his surety, will be utilized for the conpletion of
this project.

E. 3) wi || upon the conpletion of the herein described work

i medi ately, in good faith, accept the roads and streets, utility systenms, or
other public areas or facilities of 4) i nto the H ghway

System Sewer System or other appropriate acquisition and

mai nt enance entity of 3)

IN WTNESS WHEREOF t he aut horized representation of the parties hereto have
affi xed their hands and seals, the day and date first above.

U S. Department of Agriculture
Farnmers Home Adm ni stration

By: (SEAL) By: Nane
Nare Title
Title

Contracting O ficer

(6-12-89) SPECIAL PN
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Insertion Guidance for blank spaces:

1)
2)
3)
4)
5)
6)
7)

8)

9)

FmHA contract nunber.
Full legal nanme of State or |ocal government or agency.
Short nanme or initials of 2).
Narme of subdivision or area.
Nunber and type of property.
Ceneral description of work.
Enter mutual purpose, such as, "providing sanitary sewage
facilities to residents in conpliance with State Heal th Depart nment
letter of Cctober 31, 1983."
Descri be each el ement of work, or reference and attach
speci fications.
Enter any work, materials, specification drafting, etc., which is
to be contributed by 3).
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FACT SHEET
THE FEDERAL | NTERAGENCY TASK FORCE ON FOOD AND SHELTER FOR THE HOMVELESS

In April 1984, a Task Force on Food and Shelter for the Homel ess was
establ i shed under the President's Council on Private Sector Initiatives. This
Task Force, which includes representation from several Governnent Agencies

i ncluding FHA, is responsible for devel opi ng and exami ni ng Federal resources
such as Governnent inventory properties which may be utilized by the honel ess.
A menor andum of Under st andi ng was establi shed between the Departnent of
Agriculture and the Departnent of Health and Human Services to nake avail able
vacant single fam |y houses, by | ease, to public bodies and nonprofit

organi zations for transitional housing for the honeless. 1In lieu of cash
rent, the entity is required to maintain the property, pay real estate taxes
and mai ntain property insurance.

The Farmers Hone Adm nistration (FmHA) is commtted to work with community
based organi zations in this regard to the extent practicable.

CGeneral Quidelines

1. Only Nonprogram (NP) FnHA inventory properties are available for
| ease. Program and NP properties may be purchased by public bodi es and
nonprofit, and will be sold in accordance with the applicable sections of 7
CFR Part 1955, Subpart C (RD Instruction 1955-C).

2. Leases of NP properties will be for a period of up to 10 years. A 10
year | ease may be necessary for the public body or nonprofit organization to
obtain transitional housing funds fromthe Departnment of Housing and Urban
Devel opnent (HUD) .

FmHA responsibilities

1. Upon request froma public body or nonprofit organization, FmHA will
provide a list of all inventory properties available for sale. The list wll
clearly identify which properties are classified as "progranf and "NP." The
list will be provided regardl ess of whether the properties are listed for sale
with real estate brokers.

2. If a public body or nonprofit organization approaches FnHA to | ease a
specific property, upon witten notification of intent to | ease, FnHA will
wi t hdraw the property fromsale for a period not to exceed 30 days to provide
such entity with the opportunity to execute a formal |ease. FmHA will nmake a
determ nation as to repairs and/or renovations necessary for the property to
nmeet "Decent, Safe and Sanitary" (DSS) standards except for the thermal
performance standards. Repairs/renovations will be limted to those necessary
to renove health and safety hazards and provi de adequate, safe and operable
heating, plunbing, electrical, water and waste di sposal systens. Cosnetic
repai rs such as painting,
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| andscapi ng, floor covering, etc., will not be considered unless they present
health or safety hazard. |If FnHA deternines the proposed repairs/renovations
are reasonable in cost, FnHA will contract to have said work perfornmed upon
execution of a formal |lease. |If repairs/renovations costs are excessive the
public body or nonprofit organization will be asked to sel ect another property
for lease. |If no such properties are avail able, and none are expected in the
foreseeable future, the State Ofice will obtain further guidance fromthe
Single Fam |y Housing Servicing and Property Managenent (SFH SPM Division in
the National Ofice.

3. FmHA will inspect the property after the lease is executed to ensure
the property is being maintai ned and used for its intended purposes.
I nspections will be nade at |east yearly.

Public Body or Nonprofit Organization Responsibilities

1. Contact FnHA when interested in | easing or purchasing FmHA inventory
property to provide transitional housing for the honel ess.

2. \Wen leasing is contenpl ated, provide FnHA with docunentation of the
need for this type housing in the conmunity and pl anned use. Docunentation
shoul d i nclude verification of the need for the type housing, financial
statenments verifying the entity's ability to nake cosnetic repairs, if needed,
mai ntain the property, pay utilities, real estate taxes, insurance, etc.
proposed use of the property, sanple |ease or occupancy agreenent for
potential occupants, nondiscrimnation policy, etc. The public body or
nonprofit organization should provide all necessary docunmentation to FnHA to
assure success of the project.

3. Use any property in a prudent manner for its intended purpose.
Mai ntain the property in good condition, ensuring the exterior and |ot are
mai nt ai ned consistent with other properties in the area. Conply with al
State and | ocal |aws, ordinances, etc, regarding use of residential property.
Mai nt ai n adequate records relating to the use of the property. Alow FnrHA to
i nspect the property at reasonable tinmes and review records to ensure the
property is being utilized for its intended use.

4. \Wen the need for such property no | onger exists, advise FnmHA of

intent to termnate the lease. Return the property in the same or better
condi tion than when the | ease was execut ed.

0Qo
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LEASE OF SINGLE FAM LY DVELLI NG

TH S LEASE i s nade and entered into this day of , 19 |, by and
between the United States of Anmerica acting through the Farners Hone

Admi ni stration (FmHA) (hereinafter referred to as "LESSOR') and

(hereinafter referred to as

"LESSEE") .
RECI TALS:

UNDER PROVI SI ONS OF the Housing Act of 1949, as anended, and in keeping with
agreements with the Federal Interagency Task Force on Food and Shelter for the
Honel ess to provide transitional housing for the honeless in rural areas, AND
i n consideration of the covenants and agreenents herein contained to be done,
kept and perforned, the parties hereto agree as foll ows:

1. Prem ses. LESSOR hereby | eases the PREM SES, known as

Cty of County of , State of , to
LESSEE and LESSEE hereby | eases the PREM SES from LESSOR for the term and upon
t he covenants and conditions set forth herein.

2. Term The termof this |ease shall be for a period of () year(s)
conmmenci ng on the day of , 19 , and endi ng on the
| ast cal endar year of , 19 , unless term nated under any

applicable provisions or this Lease. This |ease may be extended on a nont h-
to-nonth basis after the term nation date of this |lease with prior witten
consent of the LESSOR and LESSEE

3. Paynents. In consideration of ONE DOLLAR, in hand paid at the tine of
execution of this |lease, and the follow ng requirenments to be performed by
LESSEE, LESSOR agrees it will have received adequate conpensati on from LESSEE
and LESSEE agrees to the foll ow ng:

a. LESSEE shall pay LESSOR the pro-rated portion of taxes and
assessnments |levied on the PREM SES during the termof this | ease and any
renewed term Paynent shall be nmade not later than 1 nonth before the due
date of such taxes.

b. Wthin forty-five (45) days after execution of this |ease, or
ot her reasonable tinme period nmutually agreed to in witing between the parties
herein, the LESSEE, at the LESSEE s sol e expense, shall make any further
repairs, with prior approval of the LESSOR as LESSEE determ nes necessary to
make t he property habitable.
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c. LESSEE, at its sole expense, shall ensure the PREM SES are
mai nt ai ned, repaired, and kept in a clean sanitary condition during the term
of this |ease.

d. LESSEE shall be responsible for all utility costs incurred on the
PREM SES during the termof this Lease.

4. Use. The LESSEE shall utilize the prem ses only for the purpose of
providing transitional housing for homel ess persons and will not charge such
persons a rental or occupancy charge greater than the costs incurred by LESSEE
in conpliance with the provisions of paragraph 3, plus a reasonabl e anount for
admi ni strative costs.

5. Hold Harml ess. The LESSEE shall indemify and save harm ess the
LESSOR, its officers, agents, servants and enployees from all liability under
the Federal Tort Clains Act (62 Stat. 869, 982; 28 U.S.C. Sec. 2071, 2680) or
otherwi se, for death or injury to all persons, or |loss or damage to the
property of all persons resulting fromuse of the premi ses by the LESSEE, its
subl essees or licensees. Further, LESSEE will|l save the LESSCOR harm ess from
all fines, penalties, and costs for violation or nonconpliance with any of
said laws, requirenments, or regulations, and fromall liability arising out of
any such violation or nonconpliance.

6. Damage Or Destruction. 1In the event any damage or destruction to the
property shall be caused by its acts or neglect of its subl essees or
i censees, the LESSEE shall forthwith repair such danage at its own expense,
and should the LESSEE fail or refuse to make such repairs within a reasonabl e
time after the occurrence of such damage, the LESSOR may at Lessor's option
termnate this Lease, nmake such repairs and charge the cost thereof to the
LESSEE, and the LESSEE, shall thereupon reinburse the LESSOR for the tota
cost of all damages so caused. |In the event LESSEE insures the PREM SES
against loss by fire and other hazards, LESSOR shall be named as a co-
beneficiary. Further, in the event that the PREM SES are danaged or destroyed
t hrough no act nor neglect of LESSEE its subl essees and |icensees and are
rendered untenable, this Lease shall be term nated upon receipt of witten
notice of either party to the other

7. Delivery O Possession. At the end of the termof this Lease, LESSEE
shal | surrender said prem ses vacant to the LESSOR and in a habitable
condition as defined in paragraph 3. b. except if the I essor so directs it
wi |l be boarded up and secured. No alteration, addition, or inprovenents
shall be made in or to the prem ses without the consent of the LESSOR in
witing, except for maintenance itenms, and all additions and inprovenents nade
by the LESSEE shall belong to the LESSOR Al goods and chattels placed or
stored in or about the premises are at the risk of the LESSEE

8. LESSOR S Renedi es. The LESSEE further agrees that if it should fai
to conply with any or all provisions of this agreenment, then in any of said
cases, it shall be lawful for the LESSOR, at its election or option, to re-
enter and take possession, the LESSEE hereby
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expressly waiving any and all notices to vacate said prem ses, and thereupon
this | ease shall absolutely term nate; however, the failure of the LESSOR to
i nsist upon the strict performance of the ternms, covenants, agreenents and
conditions herein contained, or any of them shall not constitute or be
construed as a waiver or relinquishment of the LESSOR S right thereafter to
enforce any such term covenant, agreenent, or condition, but the sanme shal
continue in full Force and effect.

9. No Menber OF Congress To Benefit. No nmenber of, or Delegate to
Congress, or Resident Commi ssioner shall be adnmitted to any share or part of
this lease or to any benefit that may arise therefrom

10. Varranty Against Use OF Agents. The LESSEE warrants that it has not
enpl oyed any person to solicit or secure this | ease upon any agreenent for a
conmi ssi on, percentage, brokerage or contingent fee. Breach of this warranty
shall give the LESSOR the right to annul this lease or inits discretion to
recover fromthe LESSEE the amount of such conmi ssion, percentage, brokerage
or contingent fee in addition to the consideration herein set forth.

11. Nondiscrimnation. The LESSEE agrees not to discrimnate against
any enpl oyee or applicant for enploynment, or against any individual seeking
housi ng, because of race, color, religion, national origin, sex, marita
status, handi cap, or age.

TH S LEASE contains the entire agreenent between the parties hereto, and
neither party is bound by any representations or agreenents of any kind except
as herein contained.

,__LESSEE  FARMERS HOVE ADM NI STRATI ON, LESSOR

By: By:
State Director
(Typed Nane) (Title) (Typed Nane)
(Addr ess) (Addr ess)
Tel ephone: (_) Tel ephone: (_)
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